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DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 

24  CFR  Part  890 
(Docket  No.  R-80-814] 

Annual  Contributions  for  Operating 
Subsidy;  Performance  Funding  System 

agency:  Department  of  Housing  and 
Urban  Development  (HUD). 

ACTION:  Final  rule. 

summary:  hud  is  issuing  a  Final  Rule 
amending  24  CFR  Part  890  establishing  a 
new  procedure  for  the  calculation  of  the 
allowable  utilities  consumption  level 
used  in  the  Performance  Funding  System 
(PFS).  The  new  procedure  provides  a 
method  of  adjusting  the  Public  Housing 
Agency’s  (PHA’s)  level  of  utilities 
consumption  based  upon  a  comparison 
of  average  annual  heating  degree  days 
over  a  period  of  30  years  (1941-1970) 
with  the  heating  degree  days  of  a  Fixed 
Base  Period. 

EFFECTIVE  DATE:  October  1, 1980. 

FOR  FURTHER  INFORMATION  CONTACT: 

Milton  Slifkin,  Financial  Management 
Procedures  Branch,  Office  of  Public 
Housing,  HUD,  451  7th  Street  SW, 
Washington,  D.C.  20410,  (202)  42&-0744 
(this  is  not  a  toll  free  number). 
SUPPLEMENTARY  INFORMATION:  The 
Department  published  on  September  6, 
1977  (42  FR  44550)  an  Interim  Rule 
dealing  with  the  Utilities  Base 
Consumption  Period  (Base  Period)  used 
to  calculate  the  Utilities  Expense  Level 
(UEL)  for  Public  Housing  Agency  (PHA) 
Fiscal  years  beginning  on  or  after  July  1, 
1977.  'The  Interim  Rule  amended  HUD 
policy  which  provided  that  the  UEL 
would  be  calculated  by  using  the 
average  consumption  over  a  rolling  36- 
month  period  ending  six  months  prior  to 
the  PHA’s  requested  Budget  Year. 
However,  due  to  the  severely  cold 
winter  of  1976-1977,  HUD  determined 
that  it  would  be  improper  to  include  the 
impact  of  that  winter  in  the  utilities  Base 
Period  because  of  its  disproportionate 
effect  on  the  UEL.  Therefore,  the  Interim 
Rule,  published  September  6, 1977, 
stated  that  the  Base  Period  for  PHA 
fiscal  years  beginning  July  1, 1977,  and 
thereafter  would  exclude  that  winter. 

HUD  stated  in  the  preamble  to  the 
Interim  Rule  that  it  anticipated  the 
introduction  of  an  additional 
adjustment,  dependent  upon  fund 
availability,  which  would  be  applied  to 
the  Fixed  Base  Period  as  defined  in  the 
Interim  Rule. 

On  May  27, 1980,  HUD  published  a 
proposed  rule  (45  FR  35776)  revising  the 
Interim  Rule  and  establishing  a  30-Year 
Heating  Degree  Day  System  (30-HDDS), 


which  includes  the  additional 
adjustment.  ’The  purpose  of  this 
adjustment  is  to  develop  an  allowable 
utilities  consumption  level  based  upon  a 
long-term  period  which  reflects  more 
closely  a  normal  level  of  consumption, 
and  to  provide  PHAs  with  a  stable 
projection  of  utility  consumption.  This 
adjustment  (Change  Factor)  is  based  on 
the  ratio  of  the  average  annual  heating 
degree  days  (HDD)  for  the  30-year 
period  from  1941  through  1970  to  the 
HDD  of  the  PHA’s  Fixed  Base  Period 
(30-year  average  HDD  divided  by  the 
Fixed  Base  Period  average  HDD).  No 
PHA  will  be  required  to  use  a  Change 
Factor  of  less  than  1.000.  All  Change 
Factors  less  than  1.000  have  been 
rounded  to  1.000  by  HUD.  The  30-year 
period  is  considered  to  be  sufficiently 
long  so  as  to  level  out  any  abnormalities 
that  may  have  occurred  in  a  particular 
year(s). 

The  proposed  rule  also  revised  the 
percentages  by  which  HUD  and  PHAs 
share  the  funding  responsibilities  for 
excess  utilities  consumption  and  the 
benefits  of  the  savings  of  utilities 
consumption.  Under  the  proposed  rule, 
HUD  and  PHAs  would  share  equally  in 
any  excess  cost  and  also  in  any  savings. 
’The  sharing  would  be  50  percent  each. 
'The  previous  consumption  adjustments 
were  shared  75  percent  by  HUD  and  25 
percent  by  PHAs. 

Comments  on  the  proposed  rule  were  • 
invited  until  July  28, 1980.  Comments 
were  received  from  seven  organizations. 
Each  comment  was  carefully 
considered.  The  following  is  a  summary 
of  the  principal  comments  received: 

1.  Four  comments  addressed  the 
change  in  the  percentage  by  which 
excess  or  under  consumption  is 
adjusted.  The  percentage  was  changed 
from  the  previous  75/25  to  50/50  cost 
sharing  between  HUD  and  the  PHA.  The 
general  theme  of  the  comments  was  that 
the  PHAs  have  little  or  no  control  over 
excessive  usage  and,  therefore,  should 
not  have  to  share  in  the  cost  incurred 
due  to  excess  consumption.  The 
Department  believes  the  change  in  the 
adjustment  percentage  is  justiHed  in 
light  of  the  National  policy  to  conserve 
energy.  PHAs  have  the  greatest 
opportunities  to  effectuate  reductions  in 
the  use  of  utilities  and  to  encourage 
tenants  to  do  the  same.  The  Department 
believes  that  a  50/50  sharing  will 
discourage  excessive  usage  and  will 
provide  a  greater  incentive  for  savings 
and  promote  national  conservation 
objectives. 

2.  It  was  suggested  that  the  dolleu' 
value  of  the  savings  of  utilities 
consumption  that  would  be  shared  by 
HUD  should  be  made  available  to  the 
conserving  PHA  to  be  used  to  fund  costs 


beyond  its  control.  At  the  present  time, 
these  funds  could  not  be  so  used 
because  they  are  now  utilized  to  fund 
regular  operating  subsidy  eligibility. 
However,  if  sufficient  savings  were 
experienced  by  PHAs  and  the  portion  of 
the  savings  shared  by  HUD  resulted  in 
operating  subsidy  funds  in  excess  of 
HUD’s  other  subsidy  needs  in  any  fiscal 
year,  this  excess  would  be  used  on  a 
national  basis  in  accordance  with 
Section  890.108(d)  of  the  PFS  regulations 
for  payment  of  costs  beyond  the  control 
of  the  PHAs. 

3.  One  commenter  requested  that  the 
consumption  of  non-heating  utilities  of 
the  Fixed  Base  Period  be  updated  and 
adjusted  by  a  Change  Factor.  This 
approach  had  been  considered  by  the 
Department  prior  to  the  publishing  of  the 
Proposed  Rule,  it  was  decided  that 
because  of  the  wide  diversity  in  energy 
usage,  it  would  not  be  feasible  to 
develop  one  general  system  that  would 
be  applicable  to  the  entire  program. 

More  importantly,  it  was  determined 
that  the  amount  of  increase  in  the  use  of 
non-heating  utilities  was  generally  a 
relatively  minor  amount  that  the 
Department  felt  could  be  offset  by 
energy  conservation  efforts, 

4.  One  commenter  suggested  that  the 
30- Year  Heating  Degree  Day  System  be 
made  retroactive  to  the  start  of  the 
Performance  Funding  System.  This 
suggestion  cannot  be  accommodated 
because  the  Department  is  without  a 
sufficient  authorization  of  funds  to  do 
so,  and  it  is  not  believed  to  be  in  the 
best  interest  of  the  national  economy  to 
request  such  funds. 

5.  It  was  suggested  that  some 
consideration  be  given  to  non-heating 
utilities  that  are  used  by  tenants  for 
heating  purposes  when  the  PHA  heating 
system  does  not  provide  adequate  heat 
(e.g.,  when  electric  heaters  are  used  to 
augment  a  gas  heating  system).  There  is 
no  general  pattern  to  such  usage,  and  it 
would  be  impossible  to  develop  a 
system  to  recognize  this  type  of  usage. 

6.  One  commenter  thought  the 
Proposed  Rule  was  unfair  to  those  PHAs 
that  provide  air  conditioning.  This 
would  only  be  true  if  the  summers  of  the 
Fixed  Base  Periods  were  abnormally 
cool.  We  have  no  data  to  support  this, 
and  we  believe  those  summers  to  have 
been  generally  representative  of  normal 
summer  weather  conditions  experienced 
by  most  PHAs,  A  review  of  this 
situation  will  be  initiated  by  the 
Department. 

“rhe  Proposed  Rule  indicated  that  the 
30-Year  Heating  Degree  Day  System 
would  be  applicable  first  to  PHA  fiscal 
years  beginning  January  1, 1980  and 
thereafter.  In  addition,  the  50/50 
adjustment  would  be  applicable  first  to 


Federal  Register  /  Vol.  45.  No.  178  /  Thursday.  September  11.  1980  /  Rules  and  Regulations  60395 


utility  adjustments  submitted  for  PHA 
fiscal  years  ending  December  31, 1980, 
March  31, 1981,  June  30, 1981  and 
September  30, 1981,  and  thereafter.  In 
light  of  the  severe  financial  situation 
facing  the  Department,  which  has  been 
caused  by  unprecedented  and 
unforeseen  increases  in  the  cost  of 
energy,  it  has  been  decided  to  make  the 
following  changes  in  the  implementation 
of  the  30-HDDS: 

1.  The  30-HDDS  will  be  applicable 
first  to  PHA  fiscal  years  beginning 
January  1, 1981,  April  1, 1981,  July  1, 

1981,  and  October  1, 1981,  and 
thereafter.  If  implemented  one  year 
sooner,  as  originally  intended,  it  would 
exacerbate  the  funding  problems 
already  facing  the  Department  and  the 
PHAs. 

2.  In  conjunction  with  the  one-year 
delay  in  implementing  the  30-HDDS,  the 
50/50  adjustment  (in  lieu  of  the  75/25 
adjustment!  will  be  applicable  first  to 
utility  adjustments  submitted  for  PHA 
fiscal  years  ending  December  31, 1981, 
March  31, 1982,  June  30, 1982  and 
September  30, 1982,  and  therafter. 

A  Finding  of  No  Significant  Impact 
with  respect  to  the  environment  has 
been  made  in  accordance  with  HUD 
regulations  in  24  CFR  Part  50,  which 
implement  Section  102(2](C]  of  the 
National  Environmental  Policy  Act  of 
1969.  The  Finding  of  No  Significant 
Impact  is  available  for  public  inspection 
during  business  hours  in  the  Office  of 
the  Rules  Docket  Clerk,  Office  of 
General  Counsel,  Room  5218, 
Department  of  Housing  and  Urban 
Development,  451  7th  Street,  SW., 
Washington,  D.C.  20410. 

This  i^e  is  listed  as  item  number  H- 
59-78  in  the  Department’s  semiannual 
agenda  of  significant  rules,  published 
pursuant  to  Executive  Order  12044,  as 
extended  by  Executive  Order  12221. 

Accordingly,  24  CFR  Part  890  is 
amended  to  read  as  follows; 

1.  Section  890.102  is  amended  to  add 
the  following  definitions; 

§  890.102  Definitions. 
***** 


§  890.107  Computation  of  Utilities 
Expense  Level. 

(aj  General  In  recognition  of  the  rapid 
rises  which  occm  in  utilities  costs  and 
the  wide  diversity  among  PHAs  as'  to 
types  of  utilities  services  used,  as  well 
as  allocation  of  Utilities  costs  between 
PHAs  and  tenants,  and  the  fact  that 
utilities  rates  charged  by  suppliers  are 
beyond  the  control  of  the  PHA,  the  PFS 
treats  utilities  expenses  separately  fi:om 
other  PHA  expenses.  Utilities  expenses 
are  excluded  from  the  PHA’s  Allowable 
Expense  Level.  The  PFS  computes  the 
amount  of  operating  subsidy  for  Utilities 
cost  based  upon  a  calculated  utilities 
expense  of  each  PHA.  The  PHA’s 
Utilities  Expense  Level  for  the 
Requested  Budget  Year  shall  be 
computed  by  multiplying  the  average 
Utilities  Consumption  Level  per  unit  per 
month  for  each  utility,  determined  as 
provided  in  paragraphs  (cj  and  (dj  of 
this  section,  by  the  projected  utility  rate 
determined  as  provided  in  paragraph  (b) 
of  this  section. 

(b)  Utilities  rates.  The  current 
applicable  rates  in  effect  at  the  time  the 
Operating  Budget  is  submitted  to  HUD 
will  be  used  as  the  utilities  rates  for  the 
Requested  Budget  Year,  except  that, 
when  the  appropriate  utility  commission 
has,  prior  to  the  date  of  submission  of 
the  Operating  Budget  to  HUD,  approved 
and  published  rate  increases  to  be 
applicable  during  the  Requested  Budget 
Year,  the  futmre  approved  rates  may  be 
used  as  the  utilities  rates  for  the  entire 
Requested  Budget  Year. 

(c)  Computation  of  Utilities 
Consumption  Level  The  Utilities 
Consumption  Level  used  to  compute  the 
Utilities  Expense  Level  of  a  PHA  for  the 
Requested  Budget  Year  will  be  based 
upon  the  availability  of  consumption 
data.  For  project  utilities  where 
consumption  data  is  available  for  the 
entire  Fixed  Base  Period,  the 
computation  will  be  in  accordance  with 
paragraph  (c)(1)  of  this  section.  For 
project  utilities  (other  than  New 
Projects)  where  the  consumption  data  is 
not  available  for  the  entire  Fixed  Base 
Period,  the  computation  will  be  in 
accordance  with  paragraph  (c)(2)  of  this 
section.  For  New  Projects,  the 
computation  will  be  in  accordance  with 
paragraph  (c)(3)  of  this  section.  The 
Utilities  Consumption  Level  for  all  of  a 
PHA’s  projects  is  the  sum  of  the 
amovmts  determined  under  paragraphs 
(c)(1),  (2)  and  (3)  of  this  section. 

(1)  Fixed  Base  Period  System.  For 
project  utilities  with  consumption  data 
for  the  entire  Fixed  Base  Period,  the 
Utilities  Consumption  Level  is  the 
average,  amount  consumed  per  unit  per 
month  during  the  Fixed  Base  Period, 
adjusted  in  accordance  with  paragraph 


(d)  of  this  section.  This  adjusted  amount 
shall  be  the  Utilities  Consumption  Level 
for  all  PHA  fiscal  years  beginning 
January  1, 1981  and  for  all  future  fiscal 
years  therafter,  until  superseded  by 
HUD.  For  PHA  fiscal  years  beginning 
July  1, 1977,  and  therafter,  such  Fixed 
Base  Period  shall  be  the  respective  36- 
month  periods  given  below: 


PHA  fiscal  years 

Fixed  base  period 

Beginniiig 

Ending 

Begins 

Ends 

July  1 _ 

June  30... 

.._  Jan.  1, 
1973. 

Dec.  31. 1975. 

Ocl,  1 _ 

Sept.  30.. 

.»  Apr.  1. 
1973. 

Mar.  31.  1976. 

Jan.  1 _ 

Dec.  31 

July  1. 
1973. 

June  30, 1976. 

Apr.  1 _ _ 

Mar.  31..„ 

™  Oct  1. 
1973. 

Sept  30. 1976. 

(2)  Alternative  methods  where  data  is 
not  available  for  the  entire  Fixed  Base 
Period: 

(i)  If  the  PHA  has  not  maintained  or 
cannot  recapture  consumption  data 
regarding  a  particular  utility  from  its 
records  for  the  whole  Fixed  Base  Period 
mentioned  in  paragraph  (c)(1)  of  this 
section,  it  shall  submit  consiunption 
data  for  that  utility  for  the  last  24 
months  of  its  Fixed  Base  Period  to  the 
HUD  Field  Office  for  approval.  If  this  is 
not  possible,  it  shall  submit 
consumption  data  for  the  last  12  months 
of  its  Fixed  Base  Period.  The  PHA  also 
shall  submit  a  written  explanation  of  the 
reasons  that  data  for  the  whole  Fixed 
Base  Period  is  unavailable. 

(ii)  If  a  PHA  has  not  maintained  or 
cannot  recapture  consumption  data  for  a 
utility  for  the  specified  Fixed  Base 
Period  of  36,  24,  or  12  months, 
comparable  consumption  for  the 
greatest  of  either  36,  24,  or  12  months,  as 
available,  shall  be  used  for  the  utility  for 
which  the  data  is  lacking.  The 
comparable  consumption  shall  be 
estimated  based  upon  the  consumption 
experienced  during  the  allowable  Fixed 
Base  Period  of  comparable  project(s) 
with  comparable  utility  delivery  systems 
and  occupancy. 

(iii)  If  a  PHA  does  not  obtain  the 
consiunption  data  for  the  Fixed  Base 
Period  or  for  12  or  24  months  of  the 
Fixed  Base  Period,  either  for  its  own 
project(s)  or  by  using  comparable 
consumption  data,  the  actual  PUM 
utility  expenses  stated  in  paragraph  (e) 
of  this  section  shall  be  used  as  the 
Utilities  Expense  Level  and  no  Change 
Factor  shall  be  applied. 

(3)  Computation  of  Utilities 
Consumption  Levels  for  New  Projects. 

(i)  A  New  Project  for  the  purpose  of 
establishing  the  Fixed  Base  Period  and 
the  allowable  Utilities  Expense  Level  is 


(t)  Fixed  Base  Period.  The  period  of 
time,  prescribed  in  §  890.107(c)(1),  used 
to  determine  the  Utilities  Consumption 
Level  used  to  compute  the  allowable 
Utilities  Expense  Level. 

(u)  Change  Factor.  The  ratio  of  the 
average  annual  heating  degree  days 
(HDD)  for  the  30-year  period  from  1941 
through  1970  to  the  average  annual  HDD 
of  the  PHA’s  Fixed  Base  Period.  (30  year 
average  HDD  -f-  Fixed  Base  Period 
average  HDD). 

***** 

2.  Section  890.107  is  revised  to  read  as 
follows: 
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defined  as  either:  (A)  A  project  which 
had  not  been  in  operation  during  the 
entire  Fixed  Base  Period,  or  a  project 
which  enters  management  after  the 
Fixed  Base  Period  and  prior  to  the  end 
of  the  Requested  Budget  Year;  or  [B)  a 
project  which  during  or  after  the  Fixed 
Base  Period,  has  experienced 
conversion  from  one  energy  source  to 
another;  interruptible  service; 
deprogrammed  units;  a  switch  from 
tenant-supplied  to  PHA-supplied 
utilities;  or  a  switch  from  PHA-supplied 
to  tenant-supplied  utilities. 

(ii)  The  actual  consumption  of  New 
Projects  shall  be  determined  so  as  not  to 
distort  the  Fixed  Base  Period  in 
accordance  with  a  method  prescribed  by 
HUD. 

(d)  Adjustment  to  utilities  used  for 
heating.  For  project  utilities  with 
consumption  data  for  the  entire  Fixed 
Base  Period,  and  for  New  Projects, 
consumption  of  utilities  used  for  heating 
shall  be  adjusted  by  a  Change  Factor  as 
follows: 

(1)  Adjustement  of  the  Fixed  Base 
Period  data. 

(i)  Use  of  Change  Factors.  A  Change 
Factor  has  been  developed  which 
indicates  the  relationship  of  the  average 
annual  heating  degree  days  for  the  30- 
year  period  from  1941  through  1970  to 
the  average  annual  heating  degree  days 
for  the  PHA  Fixed  Base  Period.  This 
Change  Factor  is  to  be  used  to  establish 
an  allowable  Utilities  Consumption 
Level  based  upon  a  long-term  period 
which  reflects  closely  a  representative 
winter’s  consumption.  The  30-year 
period  is  considered  to  be  sufficiently 
long  so  as  to  level  out  any  abnormalities 
that  may  have  occurred  in  a  particular 
year(s).  The  Change  Factors  have  been 
developed  by  the  National  Climatic 
Center  of  the  Department  of  Commerce 
for  each  established  standard  weather 
division  of  the  coimtry,  by  PHA  bscal 
year.  Change  Factors  will  be  supplied  by 
HUD  to  the  PHAs.  The  larger  the 
Change  Factor,  the  greater  the  difference 
between  the  heating  degree  days  of  the 
Fixed  Base  Period  and  the  30-year 
period.  The  Change  Factor  is  greater 
than  1.000,  when  average  annual  heating 
degree  days  of  the  30-year  period  are 
greater  than  the  average  annual  heating 
degree  days  of  the  Fixed  Base  Period. 
When  the  Change  Factor  is  greater  than 
1.000,  the  average  of  the  weather 
experienced  during  the  30-year  period 
was  colder  than  that  experienced  during 
the  Fixed  Base  Period,  An  example  of 
the  effect  of  the  Change  Factor  on  the 
Fixed  Base  Period  consumption  is: 
Assume: 

30-year  period  average  annual  heating  degree 
days— -4,000 


Fixed  Base  period  average  annual  heating 
degree  days — 3,800 
Fixed  Base  period  average  aimual 

consumption  for  heating  purposes — 1,000 
gallons 
Results: 

Change  Factor  is  (4,000-^3,800] — ^1.050 
Adjusted  Fixed  Base  period  average  annual 
consumption  for  heating  purposes  (1,000 
X  1.050) — 1,050  gallons 

(ii)  PHA  fiscal  years  affected.  The 
Change  Factor  shall  be  used  to  compute 
the  allowable  Utilities  Consumption 
Level  submitted  with  the  Operating 
Budgets  for  PHA  Fiscal  Years  beginning 
January  1, 1981,  April  1, 1981,  July  1, 

1981,  and  October  1, 1981,  and 
thereafter. 

(iii)  Application  of  Change  Factor  to 
consumption  of  the  Fixed  Base  Period. 
The  Change  Factor  is  to  be  applied  only 
to  the  consumption  readings  of  meters  of 
utilities,  or  gallons  of  oil,  or  tons  of  coal 
used  for  the  purpose  of  generating  heat 
for  dwelling  units  and  other  PHA 
associated  buildings.  The  Change  Factor 
shall  not  be  applied  to  the  consiunption 
readings  of  meters  of  utilities  not  used 
for  the  purpose  of  generating  heat;  e.g., 
water  and  sewer  or  electricity  used 
solely  for  non-heating  purposes.  The 
Change  Factor  shall  be  applied  to  the 
total  consumption  reading  of  meters  of 
utilities,  or  gallons,  or  oil,  or  tons  of  coal 
used  for  heating  even  though  the  same 
meter  or  same  energy  source  is  used  for 
other  purposes;  e.g.,  heating  and  cooking 
gas  usage  metered  on  the  same  meter  or 
oil  used  for  space  heating  and  also 
heating  of  water.  Such  consumption  for 
each  12  month  period  of  the  Fixed  Base 
Period  shall  be  adjusted  by  the  Change 
Factor.  The  adjusted  consumption  for 
each  year  shall  be  totalled.  'liiese  totals 
then  will  be  averaged.  The  consumption 
readings  of  meters  of  utilities  not  used 
for  heating  (not  adjusted  by  the  Change 
Factor)  shall  be  included  in  the  total 
consumption. 

Example  Showing  Application  of  Change 


Base  year 

1st 

2d 

3d 

Gas  meters  used  (or  Itealings: 

No.  1234  (in  ttierms) . . . . 

15,000 

18,000 

17,000 

No.  2345 _ _ _ 

10,000 

12,000 

11,000 

Subtotal . .  _ 

25,000 

30,000 

28,000 

Change  (actor  (HUD  sup- 

plied) . 

X  1.050 

Xl  050 

X  1.050 

26,250 

31,500 

29,400 

Gas  meters  not  used  lor  (teat- 

ing;  No.  3456 . 

2,500 

2,600 

2,650 

Total  adjusted  allowable 

gas  consumption  level _ _ 

28,750 

34,100 

32,050 

No  PHA  will  be  required  to  use  a 
Change  Factor  of  less  than  1.000.  All 
Change  Factors  of  less  than  1.000  have 


been  rounded  to  1.000  in  the  HUD 
publication  of  Change  Factors.  A  PHA 
with  a  Change  Factor  of  1.000  shall,  of 
course,  reflect  no  change.  Change 
Factors  are  listed  by  coimty.  If  a  PHA 
manages  units  in  more  than  one  county 
and  those  counties  have  different 
Change  Factors,  the  above  calculation 
shall  be  done  considering  the  units  in 
each  county  and  each  county’s  assigned 
Change  Factor.  If  a  PHA  manages  units 
in  an  independent  city  not  within  the 
jurisdiction  of  a  county,  it  shall:  (A)  If 
surrounded  by  one  coxmty,  use  that 
county’s  Change  Factor;  or  (B)  If 
surrounded  by  more  than  one  county, 
use  the  average  of  the  Change  Factors  of 
the  contiguous  counties. 

(iv)  Continuous  use  of  adjusted  Fixed 
Base  Period.  Once  the  PHA  has 
determined,  and  HUD  has  approved,  the 
allowable  Utilities  Consumption  Level 
for  the  Fixed  Base  Period  after 
application  of  the  Change  Fbetor,  the 
adjusted  Fixed  Base  Period 
Consumption  will  represent  the 
allowable  Utilities  consumption  Level, 
excluding  New  Projects,  for  PHA  Fiscal 
Years  beginning  January  1, 1981,  and 
thereafter.  This  adjusted  Fixed  Base 
Period  Utilities  Consumption  Level  shell 
be  used  by  the  PHA  until  it  is  notified 
otherwise  by  HUD,  except  for  New 
Projects.  If  a  project  subsequently 
becomes  a  New  Project,  a  calculation  of 
the  allowable  Utilities  Consumption 
Level  for  New  Projects  shall  be 
submitted  by  the  PHA. 

(2)  Adjusted  Consumption  for  New 
Projects, 

(i)  Use  of  Change  Factor.  For  New 
Projects,  the  PHA  shall  apply  the 
Change  Factor  to  the  HUD  approved 
consumption  level  of  utilities  used  for 
heating. 

(ii)  PHA  fiscal  years  affected.  The 
Change  Factor  shall  be  used  to  compute 
the  allowable  Utilities  Consumption 
Level  submitted  with  the  Operating 
Budgets  for  PHA  Fiscal  Years  beginning 
January  1, 1981,  and  thereafter. 

(iii)  Application  of  Change  Factor  to 
Consumption  of  New  Projects.  The 
annual  allowable  Utilities  Consumption 
Level  for  New  Projects  shall  be  adjusted 
by  applying  the  Change  Factor  to  the 
estimated  consumption  where  the  utility 
is  used  for  heating  in  part  or  in  total. 
This  consumption  shall  be  from  a 
comparable  project  during  the 
permissible  Fixed  Base  Period.  The 
consumption  of  utilities  not  used  for 
heating  shall  not  be  adjusted,  but  the 
estimated  annual  consumption  based 
upon  data  from  a  comparable  project 
during  the  permissible  Fixed  Base 
Period  shall  be  added  to  the  adjusted 
consumption. 


/ 

/  / 
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(iv)  Continuous  use  of  adjusted 
consumption.  Once  the  PHA  has 
determined,  and  HUD  has  approved,  the 
allowable  Utilities  Consumption  Level 
for  New  Projects,  after  application  of  the 
Change  Factor,  this  level  will  not  change 
and  will  represent  the  allowable  level, 
except  for  additional  New  Projects.  If 
there  are  additional  New  Projects,  a 
recalculation  of  the  allowable  Utilities 
Consumption  Level  for  New  Projects 
shall  be  submitted  by  the  PHA.  This 
recalculation  shall,  however,  be 
consistent  with  comparable 
consumption  of  comparable  projects 
during  the  permissible  Fixed  Base 
Period.  The  Change  Factor  shall  be 
applied  to  the  recalculated  level. 

(e)  Utilities  Expense  level  where 
consumption  data  is  unavailable.  If  a 
PHA  does  not  obtain  the  consumption 
data  for  the  entire  Fixed  Base  Period,  or 
for  12  or  24  months  of  the  Fixed  Base 
Period,  either  for  its  own  project[s]  or  by 
using  comparable  consumption  data  as 
required  in  paragraph  (c)(2)  of  this 
section,  it  shall  request  HUD  Field 
Office  approval  to  use  actual  per  unit 
per  month  (PUM)  utility  expenses.  These 
expenses  shall  exclude  Utilities  Labor 
and  Other  Utilities  Expenses.  The  actual 
PUM  utility  expenses  shall  be  taken 
from  the  year-end  Statement  of 
Operating  Receipts  and  Expenditures, 
Form  HUD-52599,  for  the  PHA  Fiscal 
Years  ending  on  December  31, 1975, 
March  31, 1976,  June  30, 1976  or 
September  30, 1976.  No  Change  Factor 
shall  be  applied  to  actual  PUM  utility 
expenses,  and  subsequent  adjustments 
regarding  such  utility  or  utilities  will  not 
be  approved  for  a  budget  year  for  which 
the  utility  expense  level  is  established 
based  upon  said  actuals. 

(f)  Adjustments.  PHAs  shall  request 
adjustments  of  Utilities  Expense  Levels 
in  accordance  with  §  890.110(c),  which 
requires  an  adjustment  based  upon  a 
comparison  of  actual  experience  to  the 
estimated  level.  If  the  actual 
consumption  exceeds  the  estimated 
level,  HUD  would  pay  50  percent  of  the 
excess  and  the  PHA  would  pay  50 
percent.  If  consumption  is  less  than  the 
estimated  level,  HUD  would  recapture 
50  percent  of  the  savings  and  the  PHA 
would  keep  50  percent.  One  hundred 
percent  adjustment  would  be  allowed 
for  increases  or  decreases  in  utilities 
cost  rates. 

(3)  Sections  890.110(c)(3)  and  (4)  are 
revised  to  read  as  follows: 

§  890.1 10  Request  for  adjustment. 
***** 

(c)  *  *  * 

(3)  Fifty  percent  of  any  decrease  in 
Utilities  Expense  Level  due  to  decreased 
consumption  will  be  retained  by  the 


PHA;  50  percent  will  be  offset  by  HUD 
against  subsequent  payments  of 
operating  subsidy.  The  50/50  adjustment 
is  first  applicable  to  utility  adjustments 
submitted  for  PHA  fiscal  years  ending 
December  31, 1981,  March  31, 1982,  June 
30, 1982  and  September  30, 1982,  and 
thereafter. 

(4)  An  increase  in  Utilities  Expense 
Level  due  to  increased  consumption  will 
be  fully  funded  by  residual  receipts  after 
provision  for  reserves,  if  available;  if  not 
available  and  if  the  increase  would 
result  in  a  reduction  of  the  operating 
reserve  below  the  authorized  maximum, 
50  percent  of  the  amount  of  the 
reduction  below  such  maximum  will  be 
funded  by  increased  operating  subsidy 
payments,  subject  to  the  availability  of 
funds,  if  such  excess  utility  consiunption 
was  due  to  causes  which  were  beyond 
the  control  of  the  PHA.  The  50/50 
adjustment  is  first  applicable  to  utility 
adjustments  submitted  for  PHA  fiscal 
years  ending  December  31, 1981,  March 
31, 1982,  June  30, 1982  and  September  30, 
1982,  and  thereafter. 
***** 

(U.S.  Housing  Act  of  1937, 42  U.S.C.  1437  et 
seq.  sec.  7(d),  Department  of  Housing  and 
Urban  Development  Act  (42  U.S.C.  3535(d)]) 

Issued  at  Washington,  D.C.  September  5, 
1980. 

Lawrence  B.  Simons, 

Assistant  Secretary  for  Housing — Federal 
Housing  Commissioner. 

[FR  Doc.  80-28059  Filed  9-10-60;  8:45  am] 
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